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1., Mthongh there is economic stebilization in Nwengtung, the merchants do not
like it. They prefer inflation rather than the presant deflation policy,
which, coupled with govermuent supervision, prevents business from flourishing.
Moreover, thay heve hecome accustomed %o business under inflationary condi-
tions and feel that there are far too many firms if retrenchment and austerity
cane sbout. Thousands of once prosperons merchants arc now weamployed and
have found it imposeible to find new business. Their only alternative is to
seel: state employnent, go to farms, or emigrabe. Dissatisfactien is rampent
anong businessmen who would rather see the return of the Nationalists than
lose their subgbance under the Chiness Commnd.sbs .

2, Prices have fzllen consideradly, bub wopes have decreased in the sane ratio,
since they are based on parity deposit units and not on Hong Kong dollers.
At the beginning of February, parity deposit units equalled 3P 8,2LL and
HES TT 1,300. At the beginning of lay, the figure on the former had dropped
to JUP 5,500 znd had on the latter advanced to HES TT 6,000. Thus, parity
deposit holders lost sboul 20 percent in three monbhs, while Hong Kong dollar
holders gained almost LO percent.

3, The black mavket exchange is half dead. Since the beginning of 1950, there
are only sellers and no buyers of exchange. lHolders are s0 hardpressed Lo
pay up baxes and loans that they are liquidating long Konsz doller hoards.

. The Commnigt taxation policy, called "axpropriation”, is opposed by the
nmerchants, Under the Uationalists practically no haxesware naid, although
bribes were common, and nerchants are wnwilling to poy o womuler fixed taxts
They complain that they would nob object so much if onmly pro "ite were large,
bub as it is, profits are small, and turnover dvindles.

5, TIncone tax returns for the Canton area during the second half of 1949 were
the equivalent of HKS 12,000,000; and for the fivst helf of 195C, the equiv—
alent of HES 16,000,000, Other taxes this year include & cormodity bax, and
a five percent repistration fee.on the capital of all comercial enterprises.

6, In regard to loans, merchambs in Canton during Decenber 1949 had to pay an
undisclosed amount, which was renaid in February with an exchanfe loss of
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Lo percent, although in terms of commodities merchants did not lose. In ilarch
of this year new loan subscripiions were denunded and, after considerable argu-
ment, were scaled down in the total amount.

On the question of future prosperity in Hong Kong, the Cantonese merchants feel
that &1l foreign trade will soon pass under Communist Party control and srivate
merchants will be forced out of business. Profits of private troders will be
first cut, then iinished off. Hong Kong vill thus suffer, for private traders
will no longer come there. Only if and vhen the CCP desires to buy or sell will
the colony benefit.
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